
Prepared by: ACCA 4 All F7 SE 


IFRS 


International Financial Reporting Standards 


Ot ;»ij J 


J JUi if^iu ^ obL^JJ Offsetting Ji i*aS IAS 1 jULi lijLJi JUi ob-bM ^ 

<ut ja^fisb ij JLll juULtj jjjiiJl 4jLtj ja dll jib jjU- Y * S j0 <J dJLl 

IAS No.l c5 ikui dJl3 t j!j 3 O^b bJi 

Indicates that it is important that assets and liabilities, and income and expense, be reported 
separately. 

<J J&J&1 ^^llj iJj U! jib ji CuS^ ptj-wo bl ^j*b o^j 

<u^- *\ % % Jt Ja£ OUtjxWt Jj cAlSlt Jj*^Sh J ^ Ja£ U Jjj SijJjt c<Lx^- ^ 4**^- c-itf J^U- 

^wU3 b lijib jL*!j uJ^ c J <wbl^ J £ % % wl! Ja^j Offsetting <lUlP c <L^lj ^jy 
assets and liabilities, and income and expense, be reported separately. 

Jij& Offsetting Jl ^Ut ^ <u^- £ % % Jlj ^Ul <bl ^£3? b? 

b Jjij jb*Ll cM ^^Axa ^i' c c c c . <ut ^ .^gAx a 

assets and liabilities, and income and expense, be reported separately. Otherwise, it may be 
difficult for users to understand the transactions or events that occurred at the company. 

LU Jl J Offsetting Jl dJbu j£j ^\j\ dbjy *bul c^br j~*S . 

= V 

Therefore, it is improper for a company like Sinopec (CHN) to offset accounts 
payable against cash. 

: Lib 

Similarly, it is improper for Sinopec to offset debt used to purchase buildings 
against the buildings on the statement of financial position. 

joj u H tiJUid. . . Offsetting Ji <l)iJ.i <L-oi^i oj u JlpUi ol^ JJL?tb u?- < j*> 

i^Jbt jj> JjJ«j c£bt» JUJ si «A*> i»J]l t!A*jJl ObL~s- y&A (jj Jj+e'lh d dii^S’ 

c-frUi NRV Ji J jiy*? oui^ «.%*)! obL^JJ 5 Ji^-)Ii 4«J3i J ^A^tii uiLJ- Offsetting ^ Jis 

proper Ujcaua jULl ^1 aJrUkb JLi?tL Jj- J]\ Oij 
However, it is proper for Sinopec to measure assets net of valuation allowances, 
such as allowance for doubtful accounts or inventory net of impairment. 

!??LSi JU-i j asTpJi d^ - 2^ J® 

In these cases, the company is simply reporting the appropriate value on the 
financial statement, and therefore it is not considered offsetting. 

and therefore it is not considered offsetting. JU*£j ^ US' J /j> JjjIp 
offsetting <ui AR Ji ja jO^ojU i NRV Jb 'j&* AR Ji ~UJSi j^uS.1 ^u_ 
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:J ijjL j£Lj 

An allowance of bad or irrecoverable debts against receivables is not seen as 
offsetting.. 

:<u IFRS Ji iji Offsetting Ji <wi® ^Ip 

In general, unless a specific IFRS permits offsetting, it is not permitted. 

jLa£ ti 

*IAS 12 Income Taxes requires a tax liability to be offset against a tax asset under 
certain conditions. 

.dill «.Li 0} U 

: Jjij jJJii sjS" t)il 

Assets and liabilities, and income and expenses, shall not be offset unless another 
standard or interpretation requires or allows the use of offsetting 

Offsetting, except when the offset faithfully represents a transaction, would detract 
from the ability of users to understand the events which occurred and would 
inhibit the assessment of the entity’s future cash flows. 

_)l i_obr S~>, 

Standard does allow some netting off of items within the statement of profit or loss 
and other comprehensive income. 

Gains/losses on the sale of non-current assets are reported after deducting the 
carrying amount from the amount of consideration on disposal. 

: jruJl 

Expenditure related to a recognised provision, where reimbursement occurs from 
a third party, may be netted off against the reimbursement. 

FX _!i ji :&k> 

Gain/losses relating to a group of similar transactions will be reported on a net 
basis (e g. foreign exchange gains and losses). Any material gain or loss should be 
reported separately. 

j Comparative Information Js- ^ JS i ^ ij ojS Js- ea 
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Offsetting 

IASI states that: 

■ Assets and liabilities should not be offset against each other. 

■ Similarly income and expenses should not be offset against each other. 


Instead they should be reported separately. 

The exceptions to this rule are when: 

■ offsetting is required or permitted by an accounting standard or the 
Interpretation of a standard 


offsetting reflects the economic substance of a transaction. An example specified 
in IASI is reporting of a gam or loss on disposal of a non-current asset at sale 
value minus the carrying value of the asset and the related selling expenses. 
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